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OLD DIPLOMACY 


TAKES THE LEAD 


HE Assembly of the League of Nations closed 

its fifteenth ordinary session on September 28 
with few tangible accomplishments to its credit. 
Despite its success in acquiring three new mem- 
bers—the Soviet Union, Afghanistan and Ecua- 
dor—the League displayed a disturbing reluc- 
tance to tackle controversial problems. Disarm- 
ament, which has been dragging out an obscure 
existence in technical committees since Germany’s 
withdrawal from the League and the Disarm- 
ament Conference, has now apparently been 
shelved by the principal League members. Con- 
siderable sympathy was shown for M. Litvinov’s 
proposal of September 26 that Arthur Henderson, 
chairman of the Disarmament Conference, be re- 
quested to wind up its work and submit a report 
to the League Council, which would then appoint 
a small permanent disarmament commission for 
the supervision and eventual control of arma- 
ments. A proposal for League guarantee of Aus- 
tria’s independence, supported by France and 
Italy, was rejected by Great Britain, which re- 
fused to undertake additional commitments on the 
Continent; as a result, the three powers merely 
reaffirmed on September 27 their declaration of 
February 17, 1933 concerning the necessity of 
maintaining the independence and integrity of 
Austria according to existing treaties. The 
League Council failed to provide an international 
police force for supervision of the Saar plebiscite 
next January, as requested by Geoffrey G. Knox, 
president of the Saar governing commission, an- 
nouncing that it would review the Saar question 
at a special meeting in mid-November. The 
League committee on technical assistance to 
China accepted the resignation of Dr. Ludwig 
Rajchman, director of the League Health Section, 
whose activities in China had aroused Japan’s re- 
sentment. The Chaco conflict, which the League 
has been considering since 1932, was referred to 
a new conciliation commission, and the question 


whether obligations for the protection of national 
minorities should be extended to the great powers, 
as demanded by Poland, was left to future nego- 
tiations between these powers. 

While the League thus marked time, the Euro- 
pean pot was kept boiling by the methods of pre- 
war diplomacy. Bulgaria and Yugoslavia, whose 
relations have long been envenomed by the Mace- 
donian question, made a serious effort toward 
rapprochement on September 27, when King 
Alexander and Queen Marie of Yugoslavia ar- 
rived in Sofia for a three-day visit with the Bul- 
garian sovereigns. This visit had been facilitated 
by the vigorous measures of the Bulgarian Pre- 
mier, M. Georguieff, against the terroristic Mace- 
donian organization, Jmro, and its leader, Ivan 
Mihailoff, now an exile in Turkey. Although Bul- 
garia still refuses to join the Balkan pact—signed 
on February 9, 1934 by Greece, Rumania, Turkey 
and Yugoslavia—it has agreed to adjust its dif- 
ferences with Yugoslavia over frontier and pass- 
port questions, which have created constant fric- 
tion between the two Slav countries. 

Some observers have interpreted the rapproche- 
ment of Yugoslavia and Bulgaria as a move 
against Germany and a logical corollary of the 
friendship recently developed by their respective 
patrons, France and Italy. It seems more prob- 
able, however, that the two countries are attempt- 
ing to steer their own course in foreign affairs 
and to find salvation, not in subservient adher- 
ence to the policies of the great powers, but in 
Balkan cooperation. This view is supported by 
the attitude of Yugoslavia which, despite French 
pressure and the official efforts of the Little En- 
tente to endorse Franco-Italian friendship, has 
unleashed a vigorous press campaign against 
Italy. On September 19 the Italian government 
lodged a strong protest in Belgrade against an 
article in a semi-official newspaper which had vir- 
tually accused the Italian army of cowardice in 


the World War. Nor do constant reports of Yugo- 
slav aid to Austrian Nazis serve to improve rela- 
tions between the two countries. This growing 
hostility, which endangers the French scheme of 
a common front against Germany, will be dis- 
cussed by M. Barthou, French Foreign Minister, 
both in Paris, where he will receive King Alex- 
ander of Yugoslavia on October 9, and in Rome, 
where he will visit Mussolini in November. That 
France will not find it easy to obtain the unquali- 
fied support of the Little Entente is indicated by 
the situation in Rumania, where the cabinet of 
George Tatarescu resigned on October 1, follow- 
ing a conflict on foreign policy between King 
Carol, who has pro-German sympathies, and the 
Francophil Foreign Minister, M. Titulescu. 

If France’s efforts to organize a defensive anti- 
German coalition have encountered obstacles in 
Yugoslavia and Rumania, Italy’s readiness to col- 
laborate with France has seriously alarmed Hun- 
gary, which fears that Mussolini will sacrifice 
treaty revision for the sake of a French alliance. 
The sentiment that Hungary can secure revision 
only if it openly joins forces with Germany is 
steadily gaining ground. On September 29 Franz 
von Papen, German Minister in Vienna, paid an 
ostensibly private visit to Andreas Demecher, 
leading Hungarian Nazi, in the course of which 
he interviewed Premier Goemboes. Two days 
later Goemboes made a radio speech in which he 
expressed the hope that Germany would soon 
achieve the position due to it, and would in- 
augurate plans for the peaceful reconstruction of 
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U. S. Silver Policy Harms China 


On September 29 it became known that the 
Nanking government had officially protested to 
Washington against the American silver purchase 
policy. On the following day Dr. H. H. Kung, 
Chinese Minister of Finance, stated that a “fur- 
ther communication to the American government 
had been made” on September 24 “in continua- 
tion of exchange of views which had for some 
time been taking place.”” This communication, he 
declared, “again called to the attention of the 
American government the hardships caused to 
China by reason of fluctuations of exchange and 
particularly the drain of silver.” Dr. Kung added 
that the Chinese government “was naturally giv- 
ing consideration to measures that might be taken 
if circumstances warrant and had invited the 
American government to cooperate.” 

That the American government’s efforts to raise 
the price of silver would—if successful—do in- 
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jury to China had been foreseen by all reputable 
economists. They had repeatedly exposed the 
fallacious argument that such a policy would “re- 
store the purchasing power” of silver-using coun- 
tries. China, for example, does not pay for its 
imports with silver. Under normal conditions, 
China is an importer, not an exporter, of silver. 
China pays for goods bought in other countries 
through its merchandise exports. When the price 
of silver is raised, however, Chinese export trade 
is handicapped, silver is drained from the coun- 
try, and a deflationary process sets in which leads 
to an economic slump. These results are all ap- 
parent in China at the present time. Chinese ex- 
ports have experienced a drastic decline; since 
January 1934 China’s silver reserves have been 
depleted by an estimated export total of nearly 
170 million Chinese dollars; and Chinese industry 
as a whole is in the midst of a severe depression. 
In other words, the results which the Roosevelt 
administration has sought to avoid by depreci- 
ating American currency have been forced on 
China by our silver purchase policy. 

This general problem has been exhaustively 
treated by Sir Arthur Salter in his recent report 
to the Nanking government, published in this 
country under the title China and Silver. In this 
report he emphasized the close connection between 
monetary factors and China’s economic position. 
In 1930 and 1931, when the price of silver was 
declining, China’s exports increased and a mod- 
erate internal boom was experienced. Successive 
devaluations of the pound, rupee, yen and dollar 
reversed this trend in 1932 and 1933. With the 
initiation of the American silver purchase policy 
in 1934, the plight of Chinese industry and 
trade has become steadily more serious. 

It is virtually impossible for the Chinese gov- 
ernment alone to deal with this situation effective- 
ly. Gold reserves are lacking as the basis for a 
gold standard; devaluation—if attempted in China 
—would probably prove uncontrollable. Sir Ar- 
thur Salter’s statements made in this connection 


in February 1934 deserve attention. He pointed 
out that 
“if the strain upon the Chinese position . . . became 


such as to force her to change her present currency, 
whether by adoption of a gold standard or some meas- 
ure of devalorization, or (worst of all from every point 
of view) a departure from any metal basis, the silver 
interests [of the world at large] would sustain a 
severe blow. China’s real interest in silver is, of course, 
overwhelmingly greater than that of any other coun- 
try .... It is clearly time—more than time—for 
China’s voice to be influential in regard to policy de 
signed to affect the world price of silver.” 
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